Development Planning Commission (SDPC), which then merged with the Commission for
Restructuring the Economic System and the State Economic and Trade Commission (SETC). In 2006 it was renamed the National Commission for Development and Reform (NCDR), with the term planning omitted perhaps to convey to the world that China was no longer a centrally planned economy. The NCDR continues to prepare Five-Year Plans based on a draft from the Central Committee of the Communist Party. Each Plan has to be approved by the National People's Congress.
From the above brief description of the historical development of the NDRC, we note that historical tradition affects the nature and functioning of economic planning in China today. Many of the departments, bureaus and officers in the component predecessor commissions remain as well as the thinking and working habit of the staffs within these organizations. During the period of economic reform beginning in 1978, Chinese government officials were shown the efficacy of the market economy by experimentation but they continued to believe in the importance of planning.
The course of economic reform was to allow elements of both the market economy and economic planning to coexist and serve the Chinese economy. State and non-state enterprises coexist and compete with one another. Although a market economy functions effectively in China, the idea that planning is essential for China's economic development remains in the mind of government officials until today.
Scope of planning
The scope of planning today can be described by the contents of the most recent two From the 16 parts we note the four areas covered by the work of the National Development and Reform Commission. The first is the work carried over by the former State Planning Commission, namely, production in different sectors as specified by parts 2 to 7. The second is the work of the former Commission for Restructuring the Economic System, including parts 11 and 12. The third is social stability and welfare, including parts 8, 9, 10, 13 and 14. The fourth area is defense, part 15.
As a result of economic reform in part 11, government institutions such as a modern central bank was set up to conduct monetary policy for a market economy. This is not strictly speaking a part of planning although it is a part of the work of NDRC. Among the new directions of the 12th Five-Year Plan the following should be noted. Partly to achieve the new goals set in parts 8 and 9, 12th Five-Year Plan aims to promote the expansion of aggregate consumption as a fraction of GDP while building the social security net. In achieving the traditional goals it will increase government expenditures to build mass infrastructure, to reduce income disparity and regional differences and to make greater investment in human capital via higher education and R&D.
3. Numerical targets and the degree to which they are met I present in Table 1 a selected set of numerical targets of the 11th Five-Year Plan and the extent to which they were met as reported in official government statistics. figure is within the range targeted. Setting most targets that can be met has been a practice not only of the 11th and 12th Five-Year Plan but in other Five-Year Plans of recent years also. The targets serve to call the attention of the Chinese people and government officials involved to the specific economic objectives and to rally their support to achieve them.
Organization of the NCDR
To understand how the NCDR carries out its tasks let us look at its organization chart to find out how the responsibilities are divided. The chart shows a large number of departments, bureaus and officers which were inherited from the previous parent Commissions and not designed rationally to perform the tasks of the present Commission.
A. Using resources under the direct control of the government (as in a socialist economy) by directing state-own enterprises and government agencies to produce specific kinds of goods and services. Besides, the Chinese government has direct control over the citizens in their economic behavior and can order the citizens to achieve targets of the Plan. A notable example is the control of the birth rate under the one-child per family policy. This policy has been modified to allow two children for families with both parents being a single child and to allow the payment of fines for an extra child.
B. Influencing the activities of economic agents in the private sector 1. Use government expenditures to obtain the work by private economic organizations. Contract out government projects.
2. Use economic incentives to influence the work of non-government economic organizations, including tax and subsidies in fiscal policies and setting interest rates and money supply as in monetary policies.
In reality production of many sectors of the Chinese economy are carried out by both state-owned and non-state enterprises. This is because the Chinese government is pragmatic in allowing both sets of enterprises to compete in order to increase economic efficiency. We see the contrast between collectivism in China v. individual freedom in the US, between strong government v. limited government in the US, and between a fairly effective government v. a somewhat divided government in the US. However, having such a planning system does not imply that China is free of serious economic problems such as wastes, inflation and social instability generated by income inequality that need to be resolved.
2. Internationally, we can better understand the nature of economic cooperation and competition between the two groups of nations, one led by the US that advocates the "Washington Consensus" to promote free trade and globalization and the second led by China that limits the excesses of free markets and practices government directions of economic activities. This paper describes the internal forces at work to achieve China's global agenda. Even though the planning system has deficiencies in China's mixed economy, it is an asset more than a liability for China to play its role as a leader of the world economy.
